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NEW  SYSTEM  OF  MONEY. 

There  is  no  such  thing  in  the  world  as  true  money, 
and,  so  far  as  recorded  there  has  never  been  any;  that 
which  in  this,  and  that  which  in  other  countries  passes 
for  it,  or  has  passed  for  it,  is,  and  has  ever  been  entirely 
deceptive.  Money  in  its  office  pretends  to  be,  and 
certainly  ought  to  be,  the  especial  representative  of 
value — tantum  quantum — so  much  money  as  much 
value.  This,  no  doubt,  has  generally  been  intended 
in  its  constitution  and  issue,  but  it  has  never  yet  ful- 
filled its  intention  ; on  the  contrary,  the  quantity  of  the 
value  represented  has  always  been  uncertain  : and  even 
it  must  of  necessity  ever  surpass  all  human  art  and 
ingenuity  to  ascertain  the  actual  exact  value  of  any 
sum  of  the  money  that  is  now,  or  has  ever  been  any- 
where current. 

These  assertions  may  to  many  seem  to  have  an  air 
of  wildest  paradox,  they  nevertheless  declare  a reality 
of  soberest  truth  and  fact. 

Doubtless  there  already  exists  a strongly  and  widely 
felt  sense  of  the  great  imperfections  of  the  present 
money,  but  these  imperfections  are  also  too  readily 
supposed  to  be  more  or  less  unavoidable.  The  evils 
are  recognised,  but  no  true  remedy  is  known.  The 
principles  upon  which  a currency  ought  to  be  con- 
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stituted  are  not  understood.  It  is  however  full  time 
tfat  the  present  monetary  systems  of  this  and  of  other 
cc  untries  should  be  superseded.  The  world  has  out- 
g]  own  the  use  of  them.  Their  conditions  are  now 
. discerned  to  be  constantly  productive  of  most  seriously 
ir  convenient  and  injurious  effects  ; and  it  is  coming  to 
be  more  and  more  clearly  understood,  that  the  wider 
extension  and  greater  power,  more  systematic  com- 
b nations  and  more  rapid  movements  of  modern 
commerce  and  finance,  require  a much  more  perfect 
and  efficient  instrument  for  money,  their  indispensable 
auxiliary.  The  great  question  is  how  to  provide  it  ? 

It  has  been  a great  and  common  error  of  economists 
to  nepflect  the  substance  of  value,  and  to  treat  it  only 
as  a ratio  of  quantity  in  exchange,  that  is,  as  a mere 
condition  of  proportion.  But  what  of  the  thing  itself  ? 

Value,  like  space  and  time,  has  a positive  existence, 
they  are  all  both  idealities  and  real  entities,  but  they 
a 'e  most  familiarly  known  to  us  by  their  relations  with 
o;her  things.  It  is  also  equally  true  that  value  has  no 
edstence  as  an  inherent  quality. in  anything,  not  even 
ir  gold,  and  that  it  cannot  so  exist ; but  it  may  be  in  idea 
a tached  as  an  attribute  to  anything  whatever,  material 
o-  ideal— to  a pearl  or  a shell  of  the  oyster,  to  gold  or 
dross,  to  a service  rendered  or  work  contracted  for, 
to  a law  deed  or  an  epic  poem,  to  a statesman  s secret 
ora  child’s  song,  to  fresh  air,  a gleam  of  sunshine,  or  a 
drop  of  water.  These  and  all  other  things  may  in 
S3me  circumstances  have  utility,  and  therefore  their 
possession,  use  or  enjoyment  may  have  value. 
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Space  and  time  are  provided  in  the  order  of  nature, 
and  exist  absolutely  ; value  originates  in  the  conditions 
of  our  social  life,  it  has  not  been  created  for  us.  Space 
is  essential  to  the  existence  of  matter — time  to  life  and 
action— and  value  is  probably  an  equally  essential 
condition  of  the  intercourse  of  a race  of  intelligent 
beings.  Now,  all  these  three  elements  require  treat- 
ment in  quantity— in  exact  quantity.  But  they  are 
idealities,  and  our  senses  do  not  enable  us  to  appre- 
hend or  lay  hold  of  them.  How  then  can  v e measure 

them  ? 

We  know  well  enough  that  space  has  three  species 
ot  extension,  but  we  cannot  see  or  touch  any  definite 
quantity  of  it.  How  then  do  we  proceed  ? We  take  the 
extent,  or  the  fixed  limits  of  distance,  of  some  material 
substance,  and  the  space  thus  occupied  we  make  our 
unit  of  measure— as  a yard  measure,  or  a degree  of 
longitude  on  the  equator.  Time  we  measure  by 
j-ggularly  continuous  or  recurrent  movement  as  the 
running  down  of  the  weight  of  a clock,  or  the  re\  olution 

of  the  earth  on  its  axis. 

Now  value  is  perhaps  in  its  nature  simpler  than 
either  of  these  other  elements — it  has  neither  extension 
in  space  nor  duration  in  time.  It  is  in  its  own  nature 
fixed  and  invariable,  and  it  must  be  so  held  in  regard 
to  its  measurement ; and  it  is  subject  only  to  the 
conditions  of  quantity.  But  how  shall  we  proceed  to 

ascertain  that  ? 

We  might  be  at  full  liberty  to  take  any  quantity  we 
pleased  as  our  unit  of  value  ; but  for  the  uses  of  all  the 


6 


7 


s ibjects  of  this  great  British  Empire  there  can  be  no 
reasonable  doubt  that  the  quantity  of  value  attributed  to 
a sovereign  coin  at  some  particular  time  and  place—  say 
tlie  time  and  place  of  the  passing  of  an  Act  of  Parlia- 
ment for  the  purpose — would  be  the  best  possible  unit 
t lat  could  be  chosen  for  every  place  throughout  the 
V ide  domain  where  British  law  prevailed,  and  for  all 
t me. 

But  how,  it  may  then  also  be  asked,  is  this  unit  of 
value,  and  the  money  that  is  made  to  represent  and 
e Tibody  it,  to  be  preserved  of  the  same  identical 
quantity  of  value,  and  without  any  fluctuations  ? 

The  sufficient  answer  to  this  second  inquiry  now 
requires  the  full  announcement  of  what  is  effectively 
tlie  Discovery  of  a True  Measure  of  Value — a true 
n lethod  of  measuring  value.  A thing  hitherto  unknown, 
aid  a possibility  which  has  been  a thousand  times 
denied.  This  method  of  measuring  being  combined 
with  the  invention  or  contrivance  of  a way  of  issuing 
money — all  kinds  of  money,  notes  and  coins,  money  in 
t le  aggregate — in  such  a manner  as  that  the  general 
cemand  and  the  supply  shall  always  balance  each 
ether,  and  thus  all  fluctuation  in  the  value  of  money  be 
f revented. 

In  the  first  place — true  principles  of  issue  of  all  the 
money  must  be  adopted.  I take  it  that  these  prin- 
ciples embrace  the  propositions — that  the  providing  of 
tie  money  of  a community  is  a proper  function  of  its 
g overnment— that  the  government  should  never 
c ispossess  itself  of  its  prerogative  exclusive  right  to 


provide  that  money — and,  that  the  issue  of  the  money 
should  always  be  preserved  at  an  equilibrium  of  the 
supply  with  the  public  demand  there  may  be  for  the 
use  of  it — that  there  should  never  be  allowed  to  exist 
any  scarcity  or  superabundance. 

In  the  second  place — the  weight  of  the  sovereign  as 
a gold  coin  representing  a pound  sterling  value  must 
be  reduced.  It  must  be  made  with  less  gold  in  it,  so 
that  its  value  as  a piece  of  metal  should  be  always  less 
than  the  representative  value  of  the  coin  as  money — In 
order  that  there  may  be  no  loss  to  the  public  by  the 
withdrawal  of  the  gold  coin  for  export  or  other  use,  as 
now  frequently  occurs.  At  the  same  time  the  weight 
must  not  be  so  greatly  reduced  as  to  offer  a sufficient 
temptation  for  the  manufacture  of  surreptitious  coins, 
notwithstanding  severe  penalties.  In  other  words,  the 
gold  coins,  like  the  silver  and  bronze,  must  be  made 
what  is  now  called  token  money. 

And  in  the  third  place — a new  species  of  national 
stock,  bearing  interest  of  (say)  3 per  cent.,  should  be 
opened  ; and  it  should  also,  perhaps  as  being  most  ex- 
pedient but  not  indispensable,  be  made  the  exclusive 
privilege  of  bankers  to  make  investments  In  this  stock, 
either  for  themselves  or  for  their  customers  nominally  ; 
and  all  investments  should  be  made  and  withdrawn  with 
money  always  at  the  par  or  issue  value  of  the  stock.* 

The  competition  of  bankers  would  probably  secure  to  their  customers 
a clear  per  cent,  out  of  the  3 received  upon  their  deposits,  under 
certain  limiting  regulations.  Banking  is  a licensed  business,  and  pre- 
bably,  for  the  protection  of  the  public,  always  will  be  licensed,  the  licences 
might  therefore  be  issued,  if  needful,  upon  certain  equitable  conditions 
providing  for  the  new  system. 
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The  Act  of  Parliament  which  changed  the  standard 
s lOLild  provide  for  the  appointment  of  a permanent 
c irrency  commission,  perhaps  including  the  Chancellor 
o'  the  Exchequer,  one  other  member  of  the  govern- 
ment, and  three  other  members  not  otherwise  officials. 

The  commissioners  ought  to  have  no  power  of 
controlling  or  regulating  the  aggregate  amount  of  the 
money  in  circulation,  but  they  would  provide  and 
regulate  the  proportionate  quantities  of  the  different 
finds  of  money  respectively,  as  the  bankers  required 
t lem  for  the  public  convenience.  The  functions  of  the 
commissioners  would  be  mostly  of  a routine  character, 
and  their  discretionary  power  very  limited. 

The  agency  by  which  the  business  under  a com- 
1 lission  might  be  conducted  would  be,  the  Bank  of 
Itngland,  the  Inland  Revenue  Department,  or  perhaps, 
lest  of  all,  a new  institution,  a National  Bank  with  its 
1 usiness  strictly  limited  to  the  issues.  Subsidiary 
branches  of  the  agency  chosen  would  be  required  in 
t very  important  centre  of  business. 

The  commissioners  should  be  empowered  to  issue 
f'om  time  to  time  so  much  of  the  new  stock  as  might 
be  required  by  the  bankers;  and  the  proceeds  of  the 
i ssues  should  be  applied  to  the  buying  up  and  cancelling 
those  portions  of  other  stocks,  representing  the  national 
c ebt,  which  could  be  in  this  manner  most  advantageously 
c ealt  with  in  the  interest  of  the  public. 

No  documents  should  be  issued  representative  of 
the  new  stock,  excepting  formal  receipts  for  the 
bankers’  cash.  And  these  receipts  should  be  expressly 
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freed  from  all  transferable  legal  validity,  either  as 
money  or  security  for  money.  Bankers  might  also,  if 
deemed  needful  or  expedient,  be  restricted  from  pre- 
senting the  receipts  given  to  other  bankers  for  again 
taking  out  money.  Probably  book  entries,  conformably 
to  ordinary  banking  practice,  without  any  documents 
to  represent  the  stock,  would  be  sufficient. 

The  investments  and  withdrawals  should,  perhaps, 
be  always  made  in  round  numbers — hundreds  or  thou- 
sands of  pounds — to  facilitate  calculations  of  interest, 
and  to  expedite  the  entries  and  casting  in  accounts. 
The  interest  should  be  made  to  accrue  from  day  to 
day,  but  not  to  accumulate  at  a compound  rate. 

The  action  of  the  bankers,  as  I understand  it,  would 
be  as  follows  In  the  first  instance  they  would,  at  the 
bank  of  issue  most  convenient  to  them,  invest  in  the 
new  stock  the  bulk  of  that  portion  of  their  capital 
and  deposits  at  the  time  not  otherwise  in  use,  in 
order  to  secure  the  profit  of  the  interest  upon  an 
equal  amount  of  the  stock.  And  the  withdrawals, 
that  is  the  re-conversion  of  stock  into  money,  should  be 
equally  ad  libitum,  and  would  be  in  the  great  majority 
of  cases  of  daily  occurrence  in  quantities  to  anticipate 
or  meet  the  demands  of  their  customers.  The  banks 
o^  issue  would  in  this  way  become  the  keepers  of  the 
bankers’  reserves  almost  universally. 

This  course  of  action,  urged  upon  the  bankers  by 
their  own  direct,  positive  and  sufficient  interest,  there 
can  be  no  reasonable  doubt  would  be  attended  with 
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t ie  immediate  effect  of  securing  the  maintenance  of 
fxity  of  the  value  of  money,  notwithstanding  the 
temporarily  continued  circulation  of  Bank  of  England 
r otes,  and  even  of  provincial  notes,  as  well  as  of  the 
present  gold  coinage,  until  the  requisite  new  issues  of 
notes  and  gold  were  made. 

Any  attempt  to  continue  to  maintain  under  the  new 
« ystem  an  equality  in  the  material  and  the  represen- 
tative value  of  the  gold  coin — in  itself  impossible,  and 
of  no  advantasfe  if  it  could  be  effected — would  on  the 
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contrary,  although  it  could  not  frustrate  the  intention 
if  an  invariable  currency,  be  a minor  impediment,  and 
vould,  moreover,  involve  very  serious  and  wasteful 
expense. 

Other  measures  that  would  require  to  be  taken 
would  be  the  withdrawal  of  the  power  of  issue  and 
'e-issue  from  all  provincial  and  other  banks  now 
privileged  to  exercise  it ; but  a reasonable  time  might 
De  allowed  for  their  collecting-in  all  their  outstanding 
notes.  All  other  documents  which  are  now  legally,  and 
illegally in  substitution  of  money,  and  not  simply 
bills  and  cheques,  should  be  disallowed.  The  stoppage 
of  issue  of  the  Bank  of  England  notes  and  the  calling 
in  of  those  in  circulation,  would  also  have  to  be  provided 
for. 

The  gold  coin  would  have  to  be  gradually  called  in, 
re-coined,  and  re-issued,  but  this  would,  at  the  time, 
be  attended  with  considerable  profit. 
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Money  is  not  only  the  instrument  of  wealth,  which 
itself  is  only  accumulated  value,  but  it  is  also  one  of 
the  various  forms  in  which  wealth  exists.  And  in  this 
form,  which  can  scarcely  be  said  of  any  other,  wealth 
is  absolutely  unproductive.  Money  is  useful  only  for 
its  functional  purpose  of  facilitating  the  exchange  of 
other  things  for  each  other,  and  for  being  itself  given 
in  exchange  for  other  things  required  for  consumption. 
Money  in  itself  is  incapable  of  any  profit  or  increase. 
But  money  is  costly,  and  its  equivalent  in  value  must 
be  given  to  obtain  its  use.  The  less  of  our  wealth  in 
other  forms  we  dispose  of  to  procure  money,  therefore, 
the  greater  advantage,  and  this  whether  of  the  indi- 
vidual or  of  the  public  ; nevertheless,  in  our  conditions 
of  society  the  use  of  money  is  indispensable.  Again, 
our  commercial  and  social  necessities  for  money  are 
ever  varying  and  fluctuating  upwards  and  downwards, 
greater  and  less,  having  regard  both  to  our  personal 
requirements,  and  much  more  to  the  aggregate 
requirements  of  the  entire  community.  Changes  are 
continually  operating  upon  the  quantity  of  money  in 
circulation,  and  these  changes  a rightly-constituted 
system  of  currency  should  be  always  ready  to  meet. 
How  then  are  these  changes  to  be  met  ? I believe 
there  is  only  one  way  possible,  and  that  is  by  making 
the  circulation  self-regulating.  But  saying  that  only 
changes  thequestion, and  it  becomes; — How  is  a currency 
to  be  made  self- regulating,  since  self-regulation  would 
be  the  necessary  test  of  its  being  rightly  constituted  ? 

Let  us  recur  to  first  principles.  The  cardinal  law 
which  governs  value  and  determines  its  am.ount  is 
equality  in  the  demand  and  the  supply  of  the  com- 
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modities  that  are  sought  in  purchase  or  exchange.  So 
long  as  the  demand  and  supply  remain  equal,  the  value 
will  remain  the  same  ; if  the  demand  becomes  greater 
the  value  increases,  and  if  the  demand  becomes  less 
the  value  diminishes,  and  so  vice  versa  of  the  supply, 
This  law  applies  universally  to  commodities,  that  is  to 
all  things  that  may  have  utility,  and  may  be  bought 
and  sold  ; but  money  is  not  bought  and  sold,  it  is  simply 
the  instrument  of  value  in  buying  and  selling — it  is  not 
a commodity.  The  natural  consequence,  however,  of 
the  acceptance  of  a material  standard  by  economists 
has  been  their  treating  money  as  a commodity  ; this  is 
the  present  doctrine  almost  everywhere  prevailing,  if 
not  indeed  universally,  and  of  which  Mr.  Stuart  Mill 
has  been  by  far  the  ablest  expositor.  But  money  is 
not  necessarily  a commodity,  and  its  present  treatment 
arises  entirely  from  the  gross  misconception  of  a 
material  standard.  Nevertheless,  money,  like  com- 
modities, has  utility,  and  therefore,  if  the  demand  for  it 
in  proportion  tothesupply  should  increase, money  would 
increase  in  value,  and  the  contrary.  Now  this  variation 
in  value  would  defeat  the  proper  intention  of  money. 
It  must  then  be  freed  from  the  liability  to  vary,  it  must 
be  taken  altogether  out  of  the  category  of  commodities. 
Let  it  be  considered  that  money  in  its  use  is  sui 
generis,  that  it  is  altogether  simple  and  unique,  that  it 
ought  to  be  of  the  same  use,  that  is  to  measure  and 
transfer  value  between  persons  und(;r  the  same  law,  at 
all  places  and  in  all  times  ; and  that  it  should  have  no 
other  use.  Under  the  obligation  and  power  of  the 
state  the  supply  of  money  ought  also  to  be  always  suf- 
ficient, ready,  and  accessible. 


L. 
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The  use  of  money  entirely  differs  from  that  of  com- 
modities—the  uses  of  these  being  generally  various, 
and  often  numerous ; and  their  fluctuations  in  value 
partly  depending  upon  the  requirements  of  the  user, 
and  partly  on  the  cost  of  the  production  of  the 
article  at  the  time  and  place  it  is  needed — cost  of 
production  embracing  all  that  must  be  done  or  given, 
including  what  is  sometimes,  but  erroneously,  con- 
sidered a different  condition,  difficulty  of  attainment. 
Bductuations  in  the  value  of  commodities  are  inevitable, 
they  occur  and  must  occur  under  the  natural  laws  of 
our  social  life,  but  all  variation  in  the  value  of  money 
may  be  avoided.  If  this  plan  which  I here  advocate 
were  adopted  the  value  of  money  would  be  fixed  and 
permanent,  for  it  would  be  no  longer  subject  to  any 
conditions  or  influences  which  are  the  causes  of 
variation. 

And  consider,  further,  that  the  private  and  joint 
stock  banks  are  the  intermediate  channels  through 
which  the  great  stream  of  the  currency  of  the  country 
will  always  flow,  passing  and  re-passing  between  the 
general  public  and  the  banks  of  issue.  That  it  will 
always  be  a constant  motive  with  the  bankers  to  secure 
the  highest  normal  rate  of  interest  upon  their  surpluses 
obtainable  with  perfect  security,  and  that  in  doing  this 
they  will  always  operate  to  keep  down  the  circulation 
at  a low  level ; whilst  their  customers,  taking  care  of 
themselves,  will,  on  the  other  hand,  always  hold 
sufficient  power  to  recall  as  much  of  their  own  money 
as  they  need,  and  there  will  be  no  money,  as  at  present, 
vainly  seeking  profitable  employment. 
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The  demand  and  supply  of  money  would  in  this  way 
be  ever  preserved  commensurate,  unfailing  supplies 
'vould  be  constantly  ready  to  meet  any  extent  of 
legitimate  demand,  and  if  demand  declined  a store 
would  be  always  open  to  receive  back  the  surplus, 
^et  money  be  one  form  of  wealth,  and  the  new  stock 
another,  at  equal  nominal  quantities  they  would  always 
be  of  equal  value,  and  always,  as  constituted,  mutually 
exchangeable.  If  we  should  choose  to  be  so  mentally 
extravagant  as  to  conceive  of  both  being  illimitable, 

1 he  opposite  pressure  of  their  forces  would  also  still 
!;ustain  an  equilibrium.  If  it  should  even  be  said,  the 
circulation  might  by  possibility  come  to  exceed  the 
vhole  amount  of  our  national  debt,  the  monstrous 
mpposition  would  not  impugn  the  soundness  of  the 
principle,  for  it  would  still  be  the  duty  of  the  govern- 
nent  to  issue  as  much  stock  or  money  as  the  public 
,vere  ready  to  pay  for  at  the  regulated  value.  The 
janks  of  issue  would  only  have  so  much  more  of 
;he  wealth  of  the  country  placed  in  their  charge  to 
-he  credit  of  the  government,  which  perhaps  parlia- 
Tient  would  then  see  could  be  best  employed  in 
lecessary,  or  reproductive  public  works,  but  this  could 
)nly  occur  In  a happy  state  of  society  which  I fear  is 
still  far  off. 

It  may  perhaps  now,  finally,  be  asked,  what  are  the 
more  special  advantages  that  would  with  certainty 
attend  these  very  extensive  changes  proposed  in  our 
system  of  currency,  banking,  and  public  finance  ? And 
;he  answer  is  that  they  are  both  too  numerous  and  too 
weat  to  be  sufficiently  presented  in  the  present  very 
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brief  outlines  of  the  subject,  and  it  may  here,  perhaps, 
suffice  onlv  to  refer  to  a few  : — 


I St.  A correction  of  many  of  the  evils  of  the 
present  highly  and  widely  speculative  and  unstable 
character  of  trade  in  general,  alternately  unhealthily 
stimulated  and  unhappily  depressed,  as  it  is  by  the 
pernicious  influence  of  fluctuations  both  in  the  value 
and  In  the  disposable  quantity  of  money. 

2nd.  The  assuring  to  those  capitalists  whose 
incomes  are  dependent  upon  the  profits  of  their  floating 
capital  a constantly  available  rate  of  interest  of, 
probably,  2h  per  cent.,  and  that  not  In  any  degree  at 
the  expense  of  other  classes  of  the  community. 

3rd.  The  relieving  of  bankers  from  a serious  diffi- 
culty in  regard  to  their  reserves,  and  enabling  them  to 
make  a freer,  more  secure,  and  more  profitable  use  of 
their  deposits. 

4th.  The  effecting  of  a reduction  of  a considerable 
amount  of  the  national  debt. 


5th.  The  affording  of  great  facilities  to  the  govern- 
ment In  the  management  of  the  public  finances. 
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If  the  sketch  of  a Nezv  System  of  Money  which  I have 
/ ere  ventured  to  submit^  should  anywhere  obtain  favour- 
(ble  consideration,  let  me  say  that  I shall  be  happy  to 
7 eceive  communications  on  the  subject,  and  be  thankful 
jor  any  useful  suggestions.  I have  much  more  matter 
j.  repared  for  publication,  and  intend,  should  circum- 
itances  seem  to  recommend  that  course,  to  follow  up  the 
j resent  little  tract  zvith  others,  in  explanation  and 
development  of  the  principles  announced  in  ity  and  also 

10  meet  such  objections  as  may  be  taken.  But  in  regard 
to  any  criticisms  I may  be  honoured  zvith  in  the  public 
j ress,  I cannot  bind  myself  to  a recognition  of  them, 
unless  copies  are  expressly  addressed  to  me  for  the  present 

1 1 4.2,  De  Beauvoir  Square,  N. 

30///  June,  i88t. 


w 


